House of Representatives

General Assembly File No. 412

February Session, 2022 Substitute House Bill No. 5424

House of Representatives, April 12, 2022

The Committee on Planning and Development reported
through REP. MCCARTHY VAHEY of the 133rd Dist,,
Chairperson of the Committee on the part of the House, that the
substitute bill ought to pass.

AN ACT CONCERNING THE ELIGIBILITY OF CERTAIN REAL
PROPERTY FOR THE PAYMENT IN LIEU OF TAXES PROGRAM.

Be it enacted by the Senate and House of Representatives in General
Assembly convened:

Section 1. Section 12-18b of the 2022 supplement to the general

N =

statutes is repealed and the following is substituted in lieu thereof
3 (Effective October 1, 2022):

4 (a) For the purposes of this section:

5 (1) "College and hospital property" means all real property described
6  insubsection (a) of section 12-20a;

7 (2) "District" has the same meaning as provided in section 7-324;

8 (3) "Equalized net grand list per capita" means the grand list of a
9  municipality upon which taxes were levied for the general expenses of
10 such municipality three years prior to the fiscal year in which a grant

11  under this section is to be paid, equalized in accordance with the
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provisions of section 10-261a and divided by the total population of such
municipality;

(4) "Municipality" means any town, city, borough, consolidated town

and city and consolidated town and borough;

(5) "State, municipal or tribal property" means all real property

described in subsection (a) of section 12-19a;

(6) "Tier one municipality" means a municipality with an equalized

net grand list per capita of less than one hundred thousand dollars;

(7) "Tier two municipality" means a municipality with an equalized
net grand list per capita of one hundred thousand dollars to two

hundred thousand dollars; and

(8) "Tier three municipality" means a municipality with an equalized

net grand list per capita of greater than two hundred thousand dollars.

(b) Notwithstanding the provisions of sections 12-19a and 12-20a, all
funds appropriated for state grants in lieu of taxes shall be payable to
municipalities and districts pursuant to the provisions of this section.
On or before January first, annually, the Secretary of the Office of Policy
and Management shall determine the amount due, as a state grant in
lieu of taxes, to each municipality and district in this state wherein
college and hospital property is located, [and] to each municipality and
district in this state wherein state, municipal or tribal property, except
that which was acquired and used for highways and bridges, but not
excepting property acquired and used for highway administration or

maintenance purposes, is located, and to each municipality and district

in this state wherein anv real property exempt from taxation under

section 12-81, except for any house of religious worship exempt from

taxation pursuant to subdivision (13) of section 12-81, is located.

(1) The grant payable to any municipality or district for [state,
municipal or tribal] property under the provisions of this section in the
tiscal year ending June 30, 2022, and each fiscal year thereafter, shall be

equal to the total of [:] seventy-seven per cent of the property taxes that
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would have been paid with respect to any real property exempt from

taxation under section 12-81, except for anv house of religious worship

exempt from taxation pursuant to subdivision (13) of section 12-81.

(2) Notwithstanding the provisions of subdivision (1) of this

subsection, the grant for any real property listed in this subdivision shall

be equal to the total of:

(A) One hundred per cent of the property taxes that would have been
paid with respect to any facility designated by the Commissioner of
Correction, on or before August first of each year, to be a correctional
facility administered under the auspices of the Department of
Correction or a juvenile detention center under direction of the
Department of Children and Families that was used for incarcerative
purposes during the preceding fiscal year. If a list containing the name
and location of such designated facilities and information concerning
their use for purposes of incarceration during the preceding fiscal year
is not available from the Secretary of the State on August first of any
year, the Commissioner of Correction shall, on said date, certify to the
Secretary of the Office of Policy and Management a list containing such

information;

(B) One hundred per cent of the property taxes that would have been
paid with respect to that portion of the John Dempsey Hospital located
at The University of Connecticut Health Center in Farmington that is
used as a permanent medical ward for prisoners under the custody of
the Department of Correction. Nothing in this section shall be construed
as designating any portion of The University of Connecticut Health

Center John Dempsey Hospital as a correctional facility;

(C) One hundred per cent of the property taxes that would have been
paid on any land designated within the 1983 Settlement boundary and
taken into trust by the federal government for the Mashantucket Pequot
Tribal Nation on or after June 8, 1999;

(D) One hundred per cent of the property taxes that would have been
paid with respect to the property and facilities owned by the
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Connecticut Port Authority;

(E) Subject to the provisions of subsection (c) of section 12-19a, sixty-
five per cent of the property taxes that would have been paid with
respect to the buildings and grounds comprising Connecticut Valley
Hospital and Whiting Forensic Hospital in Middletown;

(F) With respect to any municipality in which more than fifty per cent
of the property is state-owned real property, one hundred per cent of
the property taxes that would have been paid with respect to such state-

owned property;

(G) Forty-five per cent of the property taxes that would have been
paid with respect to all municipally owned airports; except for the
exemption applicable to such property, on the assessment list in such
municipality for the assessment date two years prior to the
commencement of the state fiscal year in which such grant is payable.
The grant provided pursuant to this section for any municipally owned
airport shall be paid to any municipality in which the airport is located,
except that the grant applicable to Sikorsky Airport shall be paid one-
half to the town of Stratford and one-half to the city of Bridgeport;

(H) One hundred per cent of the property taxes that would have been
paid with respect to any land designated within the 1983 Settlement
boundary and taken into trust by the federal government for the
Mashantucket Pequot Tribal Nation prior to June 8, 1999, or taken into
trust by the federal government for the Mohegan Tribe of Indians of
Connecticut, provided the real property subject to this subparagraph
shall be the land only, and shall not include the assessed value of any
structures, buildings or other improvements on such land; and

(I) Forty-five per cent of the property taxes that would have been paid
with respect to all other state-owned real property.

[(2)] (3) The grant payable to any municipality or district for college
and hospital property under the provisions of this section in the fiscal
year ending June 30, 2017, and each fiscal year thereafter, shall be equal
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to the total of seventy-seven per cent of the property taxes that, except
for any exemption applicable to any college and hospital property under
the provisions of section 12-81, would have been paid with respect to
college and hospital property on the assessment list in such municipality
or district for the assessment date two years prior to the commencement

of the state fiscal year in which such grant is payable.

(c) The Secretary of the Office of Policy and Management shall list
municipalities, boroughs and districts based on the equalized net grand
list per capita. Boroughs and districts shall have the same equalized net
grand list per capita as the town, city, consolidated town and city or
consolidated town and borough in which such borough or district is
located.

(d) For the fiscal year ending June 30, 2022, and each fiscal year
thereafter:

(1) The total amount of the grants paid to a municipality or district
pursuant to the provisions of this subsection shall not be lower than the
total amount of the payment in lieu of taxes grants received by such

municipality or district for the fiscal year ending June 30, 2021.

(2) If the total of grants payable to each municipality and district in
accordance with the provisions of subsection (b) of this section exceeds
the amount appropriated for the purposes of said subsection for a fiscal

year:

(A) Each tier one municipality shall receive fifty per cent of the grant
amount payable to such municipality as calculated under subsection (b)

of this section;

(B) Each tier two municipality shall receive forty per cent of the grant
amount payable to such municipality as calculated under subsection (b)
of this section; and

(C) Each tier three municipality shall receive thirty per cent of the
grant amount payable to such municipality as calculated under

subsection (b) of this section.
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(3) Each municipality designated as an alliance district pursuant to
section 10-262u or in which more than fifty per cent of the property is

state-owned real property shall be classified as a tier one municipality.

(4) Each district shall receive the same percentage of the grant amount

payable to the municipality in which it is located.

(5) (A) If the total of grants payable to each municipality and district
in accordance with the provisions of subsection (b) of this section
exceeds the amount appropriated for the purposes of said subsection,
but such appropriated amount exceeds the amount required for grants
payable to each municipality and district in accordance with the
provisions of subdivisions (1) to (4), inclusive, of this subsection, the
amount of the grant payable to each municipality and district shall be

increased proportionately.

(B) If the total of grants payable to each municipality and district in
accordance with the provisions of subdivisions (1) to (4), inclusive, of
this subsection exceeds the amount appropriated for the purposes of
said subdivisions, the amount of the grant payable to each municipality
and district shall be reduced proportionately, except that no grant shall
be reduced below the amount set forth in subdivision (1) of this

subsection.

(e) Notwithstanding the provisions of subsections (a) to (d), inclusive,

of this section:

(1) The grant payable to any municipality or district with respect to a
campus of the United States Department of Veterans Affairs

Connecticut Healthcare Systems shall be one hundred per cent;

(2) For any municipality receiving payments under section 15-120ss,
property located in such municipality at Bradley International Airport
shall not be included in the calculation of any state grant in lieu of taxes

pursuant to this section; and

(3) The city of Bridgeport shall be due five million dollars, on or
before the thirtieth day of September, annually, which amount shall be
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in addition to the amount due such city pursuant to the provisions of

subsections (b) or (d) of this section.

(f) For purposes of this section, any real property that is owned by the
John Dempsey Hospital Finance Corporation established pursuant to
the provisions of sections 10a-250 to 10a-263, inclusive, or by one or
more subsidiary corporations established pursuant to subdivision (13)
of section 10a-254 and that is free from taxation pursuant to the

provisions of section 10a-259 shall be deemed to be state-owned real

property.

This act shall take effect as follows and shall amend the following
sections:

Section1 | October 1, 2022 | 12-18b

Statement of Legislative Commissioners:

In Subsec. (b), "and to each municipality and district in this state
wherein any real property exempt from taxation under section 12-81,
except for anvy house of religious worship exempt from taxation
pursuant to subdivision (13) of section 12-81, is located" was added for
consistency and accuracy.

PD Joint Favorable Subst.
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The following Fiscal Impact Statement and Bill Analysis are prepared for the benefit of the members of
the General Assembly, solely for purposes of information, summarization and explanation and do not
represent the intent of the General Assembly or either chamber thereof for any purpose. In general,
fiscal impacts are based upon a variety of informational sources, including the analyst’s professional
knowledge. Whenever applicable, agency data is consulted as part of the analysis, however final

products do not necessarily reflect an assessment from any specific department.

I
OFA Fiscal Note

State Impact:

Agency Affected Fund-Effect FY23$ FY24$
Policy & Mgmt., Off. GF - Cost Approx. Approx.
$1.1 billion | $1.1 billion

Note: GF=General Fund

Municipal Impact:

Municipalities Effect FY 23 $ FY24 $
All Municipalities Revenue Approx. $1.1 | Approx. $1.1
Gain billion billion
Explanation

The bill expands eligibility for the State Property PILOT and College
& Hospital PILOT grant programs to include all property exempt under
CGS 12-81, except for property owned by religious institutions.! It
requires municipalities to be reimbursed for these properties at 77% of

the taxes that would have been paid if not for the exemption.

This increases the total cost of the two PILOT grants by an estimated
$1.1 billion. PA 21-3 implemented the Tiered PILOT formula for years
in which appropriations are insufficient to fully fund the grants. Tiered
PILOT sets certain reimbursement rates for each town, based on town
property wealth. The bill increases the cost of achieving these

reimbursement rates, in lieu of fully funding the PILOT grants, by about

1 Most properties with tax exemptions are exempt under CGS 12-81. This includes
Federal and municipal property, property used for charitable, historical, scientific,
literary, historical or agriculture purposes, individual exemptions for veterans, the
elderly and certain manufacturers, and several other types of exemptions.
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$500 million.

The Out Years

The annualized ongoing fiscal impact identified above would
continue into the future subject to changes in municipal mill rates and

grand lists.
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OLR Bill Analysis
sHB 5424

AN ACT CONCERNING THE ELIGIBILITY OF CERTAIN REAL
PROPERTY FOR THE PAYMENT IN LIEU OF TAXES PROGRAM.

SUMMARY

This bill expands the properties eligible for reimbursement under the
payment in lieu of taxes (PILOT) program to include all real property
that is exempt from property tax under CGS § 12-81, except houses of

worship (see below, for covered property types).

Currently, the PILOT program provides grants to municipalities and
certain special taxing districts for (1) state-owned property, municipally
owned airports, and Indian reservation land, and (2) private, nonprofit
college and hospital property. The law sets reimbursement rates for
these PILOT-eligible properties (45% of lost property tax revenue for
most state-owned real property and 77% for most nonprofit college and
hospital property) and requires additional payments for municipalities

that host specified properties or institutions.

The bill sets the reimbursement rate for real property that is exempt
from property tax under CGS § 12-81 properties at 77% of the lost
property tax revenue, but keeps the existing reimbursement rates,
ranging from 45% to 100%, for state-owned property, municipally
owned airports, Indian reservation land, and the U.S. Department of
Veterans Affairs Connecticut Healthcare Systems campus. The bill’s
PILOT grants are in addition to the existing reimbursements the state
gives to municipalities for specified tax-exempt properties (e.g.,
reimbursement for the tax exemption for individuals with disabilities
(CGS § 12-94a) and state aid to distressed municipalities (CGS § 32-9s).

The bill's expanded PILOT grants are subject to the tiered PILOT
proration method that under existing law applies when appropriations
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are insufficient to fund the PILOT grants (see BACKGROUND).

EFFECTIVE DATE: October 1, 2022

EXPANSION OF PILOT PROGRAM TO INCLUDE PROPERTY
EXEMPT UNDER CGS § 12-81

The bill expands the PILOT program to cover the various charitable

use, commercial and industrial, government and public use, religious

use, and privately owned (e.g., veteran owned) real property that is

exempt from property tax under CGS § 12-81. This includes the

following property types, if certain conditions are met:

1.

2.

federal, state, and municipal property and reservation land;

property that a municipal corporation (e.g., taxing district) uses

for a public purpose (including property it leases);

property held in trust for public purposes and certain private
property devoted to public use;

regional council of governments property, if locally exempt;
city beach property;

religious organization property used exclusively for certain
purposes (e.g., a school, daycare, recreational facility, or parish
house) and clergymen dwellings (the bill specifically makes
houses of worship ineligible for PILOT grant reimbursement);

property owned by nonprofit scientific, educational, literary,
historical, or charitable organizations if used exclusively to carry
out these purposes or to preserve open space (except certain

housing);

property leased to a charitable, religious, or nonprofit

organization, if locally exempt;

certain nonprofit health care institution, hospital society or

corporation, or sanatorium property;
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10. nonprofit camps or recreational facilities, water or air pollution

control structures, and certain renewable energy facilities;

11. American National Red Cross, volunteer fire company, and

Connecticut National Guard property;
12. property held in trust for specified colleges;

13. manufacturing facilities in specified areas (e.g., distressed

municipalities and enterprise zones), for five years;

14. agricultural or horticultural society property used for an annual

agricultural fair;

15. Metropolitan Transportation Authority property related to the
New Haven line and privately-owned airports” landing areas;
and

16. property owned by (a) blind or disabled people or their family
members and (b) veterans, servicepeople, or their family

members or veterans’ organizations.

Existing law generally exempts these properties whether owned by,

or held in trust for, the qualifying entity.

BACKGROUND
Tiered Pilot Proration Method
By law, if the amount appropriated for PILOT grants is not enough

to fully fund them according to the statutory reimbursement rates, the
grant amounts must be prorated according to a three-tiered proration
method. This method is based on each municipality’s (1) equalized net
grand list (ENGL) per capita, (2) designation as an alliance district, and
(3) percentage of state-owned property.

The three tiers receive 50%, 40%, and 30% of their PILOT grants,
respectively, or a proportionately reduced amount if the appropriation
is not enough to fund the grants at these prorated percentages. If the

annual appropriation exceeds the amount required to fund the grants at
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these percentages, then the grants must be proportionately increased.

Related Bills

sHB 5168 (File 177), favorably reported by the Planning and
Development Committee, (1) expands the type of housing owned by
federally tax-exempt, charitable organizations that is exempt from state
property tax and (2) specifies that government payments for the
treatment, support, or care of individuals housed in a property are not
government housing subsidies that disqualify a property for a tax
exemption (§ 1).

sHB 5169 (File 25), favorably reported by the Planning and
Development Committee, (1) in conformity with current practice,
specifies that only fire districts, rather than all special taxing districts,
are eligible for PILOT grants and (2) specifies that PILOT grants should
be paid to municipalities and districts annually by May 30 (§§ 18-19 &
22).

COMMITTEE ACTION

Planning and Development Committee

Joint Favorable Substitute
Yea 17 Nay 9 (03/25/2022)
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